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Accounting conservatism is traditionally defined by the adage “anticipate no 
profit, but anticipate all losses” (Bliss, 1924). In the empirical literature the adage is 
interpreted as representing “the accountant’s tendency to require a higher degree of 
verification to recognize good news as gains than to recognize bad news as losses” 
(Basu, 1997).Under conservatism, bad news is recognized more timely than bad news 
in contemporaneous earnings. This interpretation implies systematic differences 
between bad news and good news periods in the timeliness and persistence of 
earnings. 
This paper examines the effects of conservatism in Chinese accounting practice. 
Following Basu (1997), I find the asymmetric timeliness and persistence of earnings， 
which are arisen from conservatism, under Chinese GAAP. The results in this study 
show that the earnings are more conservative than operating cash flows, earnings 
before extraordinary items more conservative than earnings after extraordinary items, 
To ascertain the mechanism of this difference the earnings between before and after 
extraordinary items and cash flows, this paper analyzes the conservative effects on the 
disaggregated accrual components. This study indicates that total accruals are more 
conservative than operating cash flows, while nonoperating accruals are more 
conservative than operating accruals, the part reason is that extraordinary items are 
more conservative than other accrual components. operating accruals do not that type 
of asymmetry. 
In additional, this paper examines the effects of CPA firms on conservatism. This 
study indicates that Big four in china are significantly (Sig.1%) less conservative than 
the rest of six CPA firms that ranked the first before ten from 2002 to 2004 by the 
Chinese institute of certified public accountants. The first before six CPA firms 
excluding big four in china are significantly (Sig.5%) more conservative than the 
other CPA firms excluding big four.  
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① 转引自 Basu S.,1997.The Conservatism Principle and the A symmetric Timeliness of Earnings，p.8 
② 转引自 Watts, R. 2002. Conservatism in accounting. Working paper, p.1 
③ 转引自 汪祥耀 等著《英国会计准则研究与比较》  立信会计出版社，2002 p.507    
























低的会计盈余；（3） 高的负债价值（Wolk et al.,1989; Davidson et al., 
1985; Stckney and Weil,1994）
①
。也就是说，当报告有两个可供选择的会计方


















                                                        
① 转引自 Givoly, D. and Hayn, C. (2000) The changing time-series properties of earnings, cash flows and 
accruals: Has financial reporting become more conservative?. p.292 
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